JANUARY, 1934 


VOL. 7 NO. 1 


STATE GOVERNMENT 


35 CENTS A COPY 


$2.50 A YEAR 


STATE PRESERVES 


Gasoline taxes should be definitely left to the states according to the following extracts from a 


brief recently prepared by the staff of the Interstate Commission on Conflict- 


ing Taxation and filed with the Congressional Ways and Means 


Committee by Chairman Seabury C. Mastick 


s is well known the gasoline tax is the 
A most important single source of state 
revenue. Taking the country as a 
whole, state governments derived 24 per cent 
of their total tax receipts from this source in 
1931. In a number of states, the relative reli- 
ance placed on the gasoline tax is considerably 
greater than this. Thus, gasoline tax collections 
represented roughly 40 per cent of the state tax 
revenues of Georgia, Tennessee, and Texas in 
1931, and about 33 per cent in North Carolina 
and South Carolina during the same year. 

Acting on the assumption that they could 
rely on the gasoline tax as a certain and stable 
source of revenue, and that the federal gov- 
ernment would not attempt to enter this field, 
the states and their subdivisions have made a 
vast investment in motor highways. 

State and local highway bonds outstanding 
at the present time, excluding those for city 
streets, aggregate in the neighborhood of 
$3,000,000,000. These bonds were sold to the 
public largely on the security of the gasoline 
tax and motor vehicle licenses which are the 
main sources of highway revenues. In 1931, 
state highway bonds outstanding totaled 
$1,227,000,000, and in that year about 56 per 
cent of all state highway revenue was supplied 
by the gasoline tax. 

A decline in state gasoline tax collections 
will not only reduce the amounts available for 
the construction and maintenance of state high- 


ways, but will also impair the ability of state 
and local governments to meet interest and 
amortization charges on highway bonds. Only 
about 10 per cent of the total state gasoline tax 
collections for the country as a whole is used 
to meet debt service charges on highway bonds. 
This, however, is an average figure which con- 
ceals the precarious situation of a number of 
states which have gone heavily into debt to 
match federal-aid highway funds and which 
have been counting on an undiminished flow 
of gasoline tax revenues to support their high- 
way bond issues. In West Virginia 83 per cent 
of all state gasoline tax collections is devoted 
to debt service charges on highway bonds. The 
corresponding ratio for Arkansas is 65 per cent; 
for South Carolina, 58 per cent; for North 
Carolina, 49 per cent; for Florida, 43 per cent. 

In 1932 state gasoline tax collections regis- 
tered a decline for the first time in their history, 
dropping from $536,000,000 in 1931 to $513,- 
000,000 in 1932. This represented a loss of $23,- 
000,000, or 4.3 per cent. Although there may 
have been no causal connection, it is significant 
that this decline coincided with the federal in- 
vasion of the gasoline-tax field with its excise 
tax of 1 cent per gallon. 

The immediate cause for the decline in state 
gasoline tax collections was a falling off in the 
consumption of motor fuel. The average re- 
duction in consumption for the country as a 
whole between 1931 and 1932 was 7.5 per cent. 
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For individual states the reductions ranged 
from less than 1 per cent in New Hampshire to 
22 per cent in Arkansas. A serious aspect of this 
situation is the fact that some of the most pre- 
cipitous declines in consumption have taken 
place in states in which the gasoline tax is most 
heavily relied upon for highway maintenance 
and construction, and to meet interest and prin- 
cipal payments on highway bonds. 
In Arkansas where 


the eflects of steadily rising rates of gasoline 
taxation. With the advent of the N.R.A., how- 
ever, the price of gasoline has gone up, and 
should the efforts of the federal government 
to restore a measure of prosperity to the oil in- 
dustry succeed, the weight of a federal excise 
tax on gasoline will be correspondingly more 

severe. 
In addition to threatening the safety of three 
billion dollars worth of 


motor-fuel consumption 
dropped 22 per cent be- 
tween 1931 and 1932, ap- 
proximately 65 per cent of 
the proceeds of the gaso- 
line tax is required for 
highway debt service 
charges. In South Caro- 
lina where consumption 
dropped 15 per cent, about 
58 per cent of the proceeds 
of the gasoline tax is re- 
quired for debt service. 
Mississippi relies on the 


“The states have relied on gas- 
oline taxes and on motor vehicle 
taxes for a very substantial por- 
tion of their revenue. The taking 
of revenue from that source by 
the federal government, has 
diminished the returns from the 


gasoline tax to the states.” 


—Seabury C. Mastick. 


state and local highway 
bonds, the federal excise 
tax on gasoline hampers 
needed efforts in the direc- 
tion of general property- 
tax relief. Most important 
of all it prevents munici- 
palities, which all over the 
country are rapidly going 
bankrupt, from sharing in 
a source of revenue to 
which they are justly en- 
titled. 

It is generally agreed 


gasoline tax for 94 per cent 

of all of its state highway revenues, and gaso- 
line consumption in this state declined by over 
16 per cent between 1931 and 1932. In New 
Mexico where the gasoline tax supplies 75 per 
cent of all state highway revenues, the consump- 
tion of gasoline has fallen off by 18 per cent. 

It is not claimed that the decline in gasoline 
consumption was caused by the imposition of 
the federal excise tax on gasoline. It is main- 
tained, however, that the federal tax prevents 
needy states from readjusting their tax rates to 
the new level of gasoline consumption and thus, 
not only jeopardizes the adequate maintenance 
of expensive highways, but undermines the 
safety of many millions of highway bonds 
which were sold to the public on the assump- 
tion that the gasoline tax would be reserved to 
the states. 

For many years, the average service-station 
price of gasoline steadily declined. In 1921 it 
was 26 cents per gallon, exclusive of tax. In 
1932 it was a little over 13 cents per gallon. This 
decline in service station price more than offset 


that the cost of building 
and maintaining motor highways should as far 
as possible be defrayed by motor vehicle users. 
A substantial share of such costs, however, are 
still financed through the general property tax. 
Thus, in 1931, the general property tax supplied 
about a third of all funds, exclusive of borrow- 
ings, used for state and local rural highways. 
This does not include city streets. 

Recent traffic surveys indicate that about half 
of all the mileage traveled by motor vehicles in 
the United States is traveled on city streets. 
This means that half of all gasoline taxes col- 
lected in the country is in respect to gasoline 
consumed within the boundaries of munici- 
palities. Despite this fact, of $513,000,000, col- 
lected through state gasoline taxes in 1932, only 
19 million, or less than 4 per cent, was returned 
to municipalities or was expended on municipal 
streets. Only 9 states of the Union allowed 
municipalities to share in the proceeds of the 
gasoline tax at all. 

The cost of financing the construction and 
maintenance of city streets represents a heavy 
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item in municipal budgets. In 1931, cities of 
30,000 inhabitants or more spent approximately 
$588,000,000 on city streets. This represented 
about 14 per cent of their combined expendi- 
tures for all purposes. It is unnecessary to call 
attention to the epidemic of defaults in munici- 
pal bonds. It is not so generally known that a 
large proportion of these bonds were incurred 
for the purpose of financing street improve- 
ments. Cities of over 30,000 population had 
$1,438,627,000 of street improvement bonds out- 
standing in 1931. This represented over a fifth 
of their total outstanding bonded indebtedness. 
In a great many cities of the country the pro- 
portion of street indebtedness to total indebted- 
ness is, of course, much greater than this. Thus, 
in Union City, N. J., the ratio is 58 per cent; in 
Greensboro, N. C., 57 per cent; and in St. Peters- 
burg, Fla., and Kearney, N. J., 50 per cent. 

There is at present a desperate hunt for new 
sources of municipal revenue to stave off im- 
pending bankruptcies. Since the cities furnish 
the highway facilities on which half of the 
motor fuel of the country is consumed, they are 
justly entitled to a larger share of gasoline tax 
collections. But as long as the federal govern- 
ment remains in the gasoline-tax field, few if 
any states are in a position to do justice to their 
cities in this regard. 

In urging the immediate repeal of the federal 
excise tax on gasoline, full cognizance is taken 
of the fact that under the Industrial Recovery 
Act, $400,000,000 have been appropriated for 
improvements and emergency construction on 
state and local roads. It is submitted, however, 
that this appropriation does not justify the re- 
tention of the federal gasoline tax. 

The 400 million appropriated for state and 
local highways represents only 12 per cent of 
the grand total of $3,300,000,000 appropriated 
under the Industrial Recovery Act for public 
works and construction projects. It was esti- 
mated by your body that the financing of the 
entire $3,300,000,000 would require service 
charges in the amount of $220,000,000 per 
annum. On a benefit basis, motor vehicle users 
might justly be chargeable with 12 per cent or 
$26,400,000 of this amount. Altogether apart 


from the gasoline tax, the federal government 
is now imposing taxes on motor vehicle users 
which bring in considerably more than the 
required 26 million. For the fiscal year ended 
June 30, 1933, the yield of these taxes was as 
follows: 


Tires, 244 cents per pound $12,473,422 
Inner tubes, 4 cents per pound 2,506,663 
Automobile trucks, 2 per cent. . 1,654,040 
Other motor vehicles, 3 per cent 12,573,922 
Parts and accessories, 2 per cent 3,597,276 
Lubricating oils, 4 cents per gallon 16,232,925 


Transportation of oil by pipe line, 4 per cent 7,467,298 


Total $56,505,546 


Altogether apart from the $125,000,000 col- 
lected from the gasoline tax, the federal gov- 
ernment collected over $56,000,000 during the 
last fiscal year through taxes which rested al- 
most entirely on motor-vehicle users. This sum 
is sufficient, not only to meet all service charges 
with respect to the $400,000,000 highway ap- 
propriation under the Industrial Recovery Act, 
but also to reimburse the federal government 
over a period of 10 years for the $200,000,000 
advanced to the states for highway purposes in 
connection with emergency unemployment 
relief. 

It is realized that the need of the federal 
government for revenue is acute. The situation 
of the states and municipalities, however, is 
even more desperate. The credit of the federal 
government is unimpaired. States and local- 
ities find it almost impossible to borrow and 
there have been widespread defaults in munici- 
pal bonds. The possible sources of federal tax- 
ation are numerous and varied, compared to 
those of the states and municipalities. 

In imposing a gasoline tax, the federal gov- 
ernment weakens the security underlying 4% 
billions of city, street, and rural highway bonds. 
It prevents the states from relieving the over- 
burdened property taxpayer by transferring a 
larger share of the cost of rural highways to 
motor vehicle users. Finally, it prevents the 
states from stemming the rising tide of munici- 
pal bankruptcies by allocating to their munici- 
palities the share of the gasoline tax to which 
they are justly entitled. 
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FEDERAL-STATE LIAISON 


The Recommendations of the Interstate Commission on Conflicting Taxation are presented to 
the Congressional Ways and Means Committee and the Joint Finance Committee 


Dy December the federal Joint Fi- 


nance Committee gave careful con- 

sideration to various proposals concern- 
ing the taxation of liquor. One of these was 
the plan of the Interstate Commission on Con- 
flicting Taxation for avoiding conflicting or 
double levies by the federal 


The action of Congress in adopting a gallon- 
age tax of $2 without provision for distributing 
any portion of it to the states, has occasioned 
some concern lest this tax plus state taxes raise 
the price of legal liquor so high as to make 
bootlegging profitable. Already twelve states 

have levied gallonage taxes. 


and state governments. This It is only fair, however, to 
proposal was published in Gallonage Taxes recognize the fact that the fed- 
full in the December issue of ae. ; eral government is in a difh- 

State liquor levies in addi- 
State GOVERNMENT. The es- ; cult position in this matter: if 

tion to the federal tax of $2. 
sence of the Commission’s it undertakes to distribute a 
recommendations was that the Arizona $ .80 portion of the tax to the states, 
state and the federal govern- — = it will be criticized for further 
ments should divide 50-50 the I nig > 00 encroaching on their preroga- 
total revenues from liquor. It tives; if it fails to codrdinate 
Maryland 1.10 

proposed that the United Bt 40 its system of revenue with 
States Government should col- Niieete 60 those of the states, it will foster 
lect a gallonage tax—not to BSicsouri 80 double taxation. At the same 
exceed $3 per gallon—and dis- New Jersey 1.00 time the states cannot be 
tribute a portion of the pro- New York 1.00 blamed if, from financial nec- 
ceeds to the states on the basis Pennsylvania 1.00 essity, they also impose a sub- 
of the population of the wet Wisconsin 1.00 stantial tax on liquor, since the 
areas. The Commission pro- federal government has de- 


posed that if, for instance, an 

all-wet state collected one dollar per capita in 
license fees, and if the federal government col- 
lected, for instance, two dollars per capita in 
gallonage taxes, the nation should pay the state 
fifty cents, thus leaving the state with $1.50 and 
the federal government with $1.50. 

Twice within a week the Interstate Commis- 
sion on Conflicting Taxation was represented 
before federal committees. Henry W. Toll, the 
Secretary of the Commission, presented its plan 
for codrdinating state and federal liquor taxa- 
tion to the Joint Finance Committee. Seabury 
C. Mastick, Chairman of the Commission, pre- 
sented its recommendation that the gasoline tax 
be left to the states to the House Ways and 
Means Committee. The Commission’s brief, 
which was filed by Senator Mastick at that 
time, is reprinted in this magazine. 


clined to share its revenues. 
Throughout the years during which repeal 
has been under discussion the states have looked 
forward to a financial benefit in case the liquor 
trafic was legalized. Now that it Aas been 
legalized, and now that Congress has declined 
to adopt a cooperative plan, there can be little 
doubt that most of the states will levy liquor 
taxes. Today there are seven states in which the 
combined tax load upon every gallon of liquor 
sold is three dollars or more. When the added 
selling expenses caused by license fees are con- 
sidered, it is clear that in each of these states an 
enterprising bootlegger can already save about a 
dollar on every quart of gin, scotch, bourbon, 
rye, or other hair-growing beverages. 
State legislators will be interested in the con- 
sideration of this subject by the federal law- 
makers as shown on the following pages. 
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Q’s AND A’s 


Questions asked by members of the Federal Joint Committee on Finance 
concerning the recommendations outlined on the opposite page 


From the testimony of HENRY W. TOLL 


Secretary of the Interstate Commission on Conflicting Taxation 


Mr. Dickinson. How are you going to deter- 
mine the wet areas—by the vote of the people? 

Mr. Totti. No, sir; it would be a census mat- 
ter. If in the State of Nebraska there were cer- 
tain areas which were wet, and certain areas 
which were dry—probably it would be a mat- 
ter of counties—you would total the census 
population in the wet counties. In each state 
it will be the law, as to any given county, either 
that the sale of liquor is permitted in the county, 
or that it is not permitted. 

SENATOR CLARK. What are you going to do 
with a state which may permit the manufac- 
ture of liquor but not the sale of it? 

Mr. Tort. Then the revenue goes only to 
the wet areas. 

SENATOR CLARK. Suppose they have no wet 
areas? Suppose the sale of liquor is prohibited 
throughout the state, but they do permit the 
manufacture of it for use in other states? 

Mr. Toit. That problem would present it- 
self, for instance, in Kentucky at the present 
moment. Under this plan the state of Ken- 
tucky, which sells no liquor at retail, would re- 
ceive no revenue from the federal government. 

Senator CLark. Then how would you pre- 
vent the state of Kentucky from putting on 
a gallonage tax of its own?’ 

Tue Cuairman. If they put on a gallonage 
tax, and other states did not put on a gallonage 
tax, they would be at a disadvantage in putting 
their commodity on the market... .. 

Mr. Cutten. Are you not endeavoring to 
apply what I would consider local option on 
taxation ? 

Mr. Toit. The theory is that the community 
where the liquor is consumed is the community 
which is going to make the trouble, if you do 


‘Under the proposed plan, a state would be free to 
impose any sort of tax it chose, but since the state’s 
share of federal revenues would thereby be reduced, 
such a tax would usually be unprofitable —Editor. 


not try to harmonize your federal tax system 
with the local tax system. Those areas where 
the liquor is consumed are going to put on 
substantial taxes if you do not help out the sit- 
uation. You will be taxing spirits, and those 
consuming areas will be taxing spirits, and the 
bootlegger will be back. 

Mr. Vinson. How would you determine 
what was a wet area—by state law or federal 
law? Take, for instance, a state that voted for 
the repeal of the eighteenth amendment: 
Would you consider that a wet area or a dry 
area? 

Mr. Toit. Mr. Vinson, I think that in a 
given locality either it will be legal to retail 
liquor, or it will not, and the policeman on the 
corner will know whether it is legal under ex- 
isting law or not. 

Mr. Vinson. The allocation under the plan 
suggested by you would come from the federal 
government to a state. Is not that correct? 

Mr. Toit. Yes, sir. Some states would not 
receive anything. 

Mr. Vinson. Now, then, the state would do 
with that money as it saw fit? 

Mr. Tott. Yes. 

Mr. Vinson. In other words, it seems to me 
that according to the thought suggested, when 
a state has shown that it is wet area so far as 
the eighteenth amendment is concerned, it 
would not be necessary to follow that money 
from the federal treasury into a state to see 
that it was properly apportioned in wet area 
or dry area..... 

Mr. Tot. That is correct. 

Mr. Vinson. In the resolution adopted by the 
Commission, population alone is the yardstick. 
Did the Commission give consideration to the 
question of production and consumption ? 

Mr. Toit. Yes, sir; it gave a substantial 
amount of consideration to that. The proposal 
was discussed at length as to whether or not 
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the production factor should enter in to affect 
the per capita factor. 

If you are going to inject the production fac- 
tor into this matter of benefits from federal 
taxation (and I am sure that it would not be 
obnoxious to a Kentuckian to do so), then will 
you not be forced to the position that the ciga- 
rette-producing states should receive greater 
benefits from the federal taxation on tobacco 
than other states receive (a conclusion which 
would not be obnoxious to a North Carolinian) ; 
and then those states with a greater proportion 
of inheritances should receive special benefits 
from the proceeds of that tax; and the same 
thing as to those states which produce gasoline ? 

Mr. Vinson. Of course we have not adopted 
this nationalization method, but if we were to 
do so, referring to tobacco, it seems to me that 
it certainly is not unfair to state that the state 
that produces the thing that is to be taxed 
should have some consideration in the alloca- 
tion of the federal money. Take, for instance, 
whisky. Take, for instance, tobacco. The state 
that produces the commodity that is taxed is 
yielding more than the state that does not pro- 
duce it; and consequently, coming from Ken- 
tucky, which produces a tremendous amount 
of tobacco, and which has manufactured liquor 
that has a world-wide fame, I do believe that 
production ought to be considered. 

Mr. Tout. I participated yesterday in a pre- 
session conference with Kentucky legislators in 
Lexington, and I know that there is that sort 
of sentiment there; but I am reminded of the 
motto on the bridge at Trenton: 

Trenton makes, the world takes. 

And in the matter of good Bourbon whisky, 
of course, Kentucky makes and the world takes. 
The country takes—and the country pays the 
tax. 

We now have gallonage taxes in several states: 
Colorado of 80 cents, in New York of $1, in 
Delaware of $1, and in Indiana of $2. If this 
committee acts without regard to this problem, 
there is no question in my mind that we are 
going to have substantial local taxes, and we are 
going to build up a tax load on liquor, which 
will greatly increase the illegal traffic. 


According to a newspaper report which | 
read on the train this morning, it was recom- 
mended by one of the responsible officials here 
yesterday that the federal government should 
try to secure 80 per cent of all gailonage taxes 
collected in the country. This plan would at- 
tempt to prevent the states and their political 
subdivisions from collecting gallonage taxes, 
by rebating to them simply 20 per cent of the 
federal collections. 

In other words, this official recommended that 
the federal government should say, for instance, 
“We will collect $2.40 a gallon. We will give 
48 cents to the states. This would give 16 cents 
for the cities, 16 cents for the counties, and 
16 cents for the states. Then we will keep for 
ourselves $1.92.” What could you expect if you 
followed such advice but that the states should 
spurn this allotment as “chicken feed,” and 
should say, “We also will collect $2.40, which 
we will divide three ways—for state, county, 
and municipal revenues’? You could not 
blame them. You could not stop them. Every 
one knows what the consequence would be. 
You are in a position to prevent this if you will 
share reasonably. Now, what is reasonable ? 
No one can mathematically demonstrate the 
exact correctness of any basis of distribution; 
but I call your attention to three facts: 

First: The states and their political subdivi- 
sions have an absolute claim, as I see it, to sufh- 
cient revenues to reimburse them for their ex- 
penditures entailed by the liquor traffic for in- 
spection, for policing, for the processes of 
adjudicating and punishing offenders, and for 
other institutional costs. -The federal govern- 
ment should not begrudge them such reimburse- 
ment, since it will realize vast savings by being 
relieved of the task of prohibition enforcement. 

Second: The states, the counties, and the mu- 
nicipalities have all been led to believe that they 
will receive substantial net revenues in the event 
of repeal, to offset some of their real-estate tax 
burdens. When I say “net revenues,” I mean 
over and above reimbursement for their in- 
creased costs. The citizens have not unreason- 
ably counted upon this as one of the incidents 


of repeal. 
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Third: Many states are in desperate financial 
straits. So also are hundreds of counties and 
hundreds of municipalities. While you are par- 
celing out billions to banking corporations, to 
railroad corporations, to building and loan cor- 
porations, and to other corporations to prevent 
collapse, does not good statesmanship dictate 
the advisability of allowing sufficient funds to 
our corporations of government—our states, 
counties, and municipalities—to save them from 
collapse? You have it in your power to pre- 
cipitate excessive liquor taxes and all of the 
misfortunes which will follow in their wake. 
You also have it in your power absolutely to 
prevent excessive liquor taxation by means of 
a reasonable sharing plan of a general pattern, 
such as this Commission proposes—or under 
some far superior pattern such as you could 
devise. 

The division of the governmental revenues 
which are to be derived from the liquor traffic 
tends to precipitate the problem which is being 
created by the federal government’s recent as- 
sumption of functions which we have always 
understood were state functions. This expan- 
sion of the federal claims of jurisdiction may 
have been necessary and it may have been 
proper; but the problem becomes more acute 
as the federal government takes not only the 
states’ functions but also most of the states’ rev- 
enues. 

The federal government is having its troubles 
in attempting to finance its manifold activities; 
but the fact must not be forgotten that almost 
every state and county and city is having its 
troubles, also. If you bankrupt the states 
and their political subdivisions, you do not 
strengthen the nation. Practically without re- 
gard for the financial well-being of the states, 
the federal government has encroached upon 
their sources of revenue to a dangerous extent— 
and the states have acted with equal disregard 
to the federal well-being. I am not criticising. 
I am simply observing. .. . 

We are sharing this emergency with you— 
it is our emergency, too . . . [am not attempt- 
ing to create the impression that either the 
federal government or the state governments 


have vested interests in any source of tax rev- 
enue, but the federal government has felt that 
it could properly participate in available rev- 
enues formerly enjoyed by the states. . . . 

Mr. Cooper. I have great respect for your 
views and opinions, and I believe you cannot 
be even suggesting here that the Congress of 
the United States, legislating, of course, for the 
federal government, should adopt a policy of 
just considering what the states will want to 
do and what they will want to take, and then 
let us take what is left to the federal govern- 
ment. 

Mr. Toit. No, sir; far from it. What I 
am saying is, that the Congress of the United 
States cannot fail to take cognizance of the fact 
that our government is made up of one fed- 
eral government and 48 state governments, 
3,000 county governments, and almost countless 
municipalities, and that the Congress of the 
United States, being concerned over the well- 
being of all the political subdivisions of the na- 
tion, cannot disregard the well-being of these 
local units. The states have never shown any 
great regard for the federal government in their 
taxes, and the federal government has never 
shown any great regard for the states in their 
taxes. This situation has resulted from a defect 
which is inherent in the machinery, and what 
we are hoping for is simply that the local gov- 
ernments and the federal government may take 
more counsel together when it comes to the 
division of revenues. All governmental rev- 
enues are derived by taxation of the national in- 
come. We have only one national income, and 
we should confer together concerning the extent 
to which it should be taxed, and concerning the 
division of the proceeds between federal, state, 
and local government units. 

Mr. Cooper. Isn’t it fair to state that the 
first duty of Congress is to finance the govern- 
ment properly? 

Mr. Toit. The first duty of Congress is 
to consider the welfare of the whole nation, and 
the federal government is only a part of the 
whole. 

The Cuarrman. You spoke of the state courts 
being burdened with that responsibility, and 
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that duty, and that expense, but I do not know 
in what connection you made that statement. 

Mr. Toit. The reéstablishment of the liquor 
trafic will cast a substantial expense upon the 
states, counties, and municipalities because they 
must now undertake to control the traffic. 

The principal burden of the control, that is 
to say, the task of the prevention of liquor sales, 
has been a federal task. The task of control 
will now be a local task. 

Senator Ciark. Then your general idea 
is, and that of the committee is, that there ought 
not to be two different agencies working in the 
matter of the collection of taxes, that there 


ought to be harmony, or otherwise it will do 
harm, and it would be better if we could give 
a percentage to the states. 

Mr. Toit. Yes, sir; if some plan could be 
followed by which there would be a reasonable 
distribution of the revenue. 

I want again to say that I would not be a 
true representative of the Interstate Commission 
on Conflicting Taxation if I were not exceed- 
ingly appreciative of the consideration that we 
have been shown, and if I did not add that we 
eagerly desire to be fair minded and to try to 
improve our governmental set-up in the mat- 
ter of coérdination. 


MORE THAN HALF WAY 
The states have shown themselves ready to cooperate with the 
federal government in liquor taxation’ 


By LUTHER GULICK 
Director, Institute of Public Administration 


HE federal tax program and the state tax 

program must be worked out in coopera- 

tion if we are to have a satisfactory so- 
lution. A question has been asked this morning 
by various members of the committee as to 
whether it is believed the states will join it. I 
can only say this, that the Interstate Commis- 
sion on Conflicting Taxation, which is made 
up entirely of representatives of state govern- 
ments, with individuals drawn from all of the 
states of the Union, and with representatives 
of state tax departments, has already made and 
passed a resolution in favor of a cooperative 
scheme under which the administration of all 
taxes on the manufacture of alcoholic beverages 
will be handled by the federal government and 
in which a part will be distributed back to the 
states. It may be there is ample room for dis- 
cussion of the basis of distribution itself, and 
it may be a difficult problem, but it is not as 
serious a problem as leaving the matter in chaos 
—a method which will wreck the whole system 


Extracts from a statement before the Federal Ways 
and Means Committee, December 13, 1933. 


both in the states and in the federal govern- 
ment. 

There was also a meeting of the Commission 
to revise taxes of the state of New York, a com- 
mission appointed in part by the legislature and 
in part by the governor. That commission 
passed a resolution for the transfer to the gov- 
ernment of the administration and the collec- 
tion of taxes on the manufacture of alcoholic 
beverages, and for the return to the states of a 
part of that amount, providing the states would 
join in the program. 

From all experience I would say that the 
American legislatures are increasingly ready to 
recognize the difficulties of state taxation on 
economical enterprises that go beyond their 
limit, and, therefore, in a situation of this sort, 
if action is taken promptly enough so that we 
do not have too many states which have gone 
forward with conflicting schemes of taxation, 
there may be an opportunity to bring some 
order out of this chaos, as you gentlemen suc- 
ceeded in doing with the inheritance tax 
through the system of credits. 
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84 LEGISLATORS ATTEND CONFERENCE AT LEXINGTON 


Legislators Study Topics 
Before State 


Richmond Voices Warning 
About Plight of Ken- 
tucky Schools 


Tax Methods Sketched 
THE LEADER 
Lexington, Kentucky 


A warning that “if something is 
not done” by the next legislature, 
meeting in January, “75 per cent 
of the counties in the state will be 
operating schools on a five-month 
term” next year was sounded to- 
day by James H. Richmond, state 
superintendent of education, be- 
fore several score _ legislators 
attending a two-day legislative 
meeting at the University of Ken- 
tucky. 

The conference, called by the 
American Legislators’ Association, 
is being held in McVey Hall. 
Among those in attendance be- 
sides the legislators were Gover- 
nor Ruby Laffoon and Dr. Frank 
L. McVey, president of the Uni- 
versity. 

After declaring that the pro- 
portion of taxes for schools in 
Kentucky has declined despite an 
increased enrollment, Mr. Rich- 
mond said, “our public schools will 
collapse unless some relief is ob- 
tained.” 

“You can’t maintain schools on 
$5 per capita,” he declared, pre- 
senting figures he said showed 
that the amount of money spent 
per pupil in Kentucky was less 
than one-half of the national aver- 
age. 


Laffoon Says He Will Not 
Ask New Tax 


Is not Planning to Intro- 
duce Revenue Measure, 
He Tells Assembly 


Session 


By GERALD GRIFFIN 


Courier Journal Lexington Bureau 


Louisville, Kentucky 


Governor Ruby Laffoon is not 
planning to introduce any kind of 
tax measure in the forthcoming 
General Assembly, he declared 
this afternoon at the Kentucky 
Legislators’ Conference which 
began this morning at the Univer- 
sity of Kentucky and will con- 
tinue through tomorrow. 


The conference, sponsored by 
the American Legislators’ As- 
sociation, of which William K. 
Belknap, Goshen, Kentucky, is 
president, was attended today by 
a total of 84 state senators and rep- 
resentatives besides numerous 
other state officials and persons 
interested in Kentucky’s _legis- 
lative problems. 


The purpose of the conference, 
to quote Dr. Frank L. McVey, 
president of the University, who 
welcomed the legislators at 10 
o'clock this morning, is to dis- 
cuss some of the thorny prob- 
lems which the state is facing and 
to seek to clarify them in order 
that the legislators may have a 
better concept of them when they 
come up for action. 


Lawmakers Endorse 
President 


Round Table Discussions 
Held 


THE STATE JOURNAL 
Frankfort, Kentucky 


A resolution endorsing the re- 
covery program of President 
Roosevelt and deploring “destruc- 
tive criticism” aimed at him by 
“critics of the old order” was 
adopted today by the Kentucky 
legislators’ conference at the con- 
clusion of its two day pre-legis- 
lative meeting at the University of 
Kentucky. 

The resolution climaxed two 
days of conferences, round-table 
discussions, speaking, and corridor 
conversations designed to smooth 
the path of the Kentucky General 
Assembly meeting in January and 
iron out in advance any obstacles 
that might arise. The conference 
was sponsored by the American 
Legislators’ Association of which 
State Representative-elect William 
B. Belknap of Goshen, Kentucky, 
is president. 

The general conference closed 
with a noon luncheon following 
talks by Harper Gatton of Madi- 
sonville, former State Relief Di- 
rector; Clifford W. Ham, Director 
of the Atlantic City survey com- 
mission; and George T. Hol- 
mes, of Louisville, secretary of the 
Kentucky Tax Reduction Asso- 
ciation. Assistant attorney-general 
Sam H. Brown of Frankfort was 
the luncheon speaker. 

Round table discussions of edu- 
cation, relief measures, and public 
debts followed adjournment of 
the general meeting. 
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Editorials 


Helping the Lawmakers 


THE INDEPENDENT 
Ashland, Kentucky 


At the recent Pre-session Legis- 
lative Conference in Lexington, 
sponsored by the American Legis- 
lators’ Association, attention was 
the difficult 
problems which confront legis- 


called to some of 


latures in this and other states. 

Because of the rapid “turnover” 
of state legislators and the long 
period between sessions, there is 
little continuity of work. When 
the General Assembly convenes, 
it is called upon to consider nu- 
merous measures, and one of its 
most difficult problems is that of 
“separating the wheat from the 
chaff.” 

Measures are often introduced 
and passed, or defeated, before 
either legislators or people have 
time to consider their 
Sometimes bills are imperfectly 
drawn, and the courts must be 
called upon to straighten out the 


worth. 


tangle after the session is over. 


Numerous suggestions have 
been made as to how the Legis- 
lature’s work might be simplified. 
Different methods are being tried 
in various states and progress is 
being made. Even though no 
special machinery has been set up 
in Kentucky to accomplish this 
purpose, however, there are a 
number of things which can be 
done to make the Legislature’s 


task an easier one... . 


A further use of this method 


STATE GOVERNMENT DIGEST 


time programs for the various 
functions of government might 
simplify greatly the problems 
which face the General Assembly. 


Kentucky’s Way 


THE PANTAGRAPH 
Bloomington, Illinois 


Whether it will do any good 
or not, it is plain that the Ken- 
tucky experiment in matters of 
legislation can do no harm. It 
will be observed by members of 
legislatures in other states, and 
citizens of other states who are 
dissatisfied with their own legis- 
latures may also take note of what 
Kentucky is proposing. 

This is a meeting of members 
of the legislature in informal ses- 
sion prior to the actual assembling 
in official form. The proposal for 
such a session was made by Presi- 
dent McVey of the University of 
Kentucky, and was approved by 
the American Legislators’ Associ- 
ation. Just what proportion of the 
members can be brought together 
is not certain, since this informal 
gathering is presumed to be at the 
expense of the legislators them- 
selves, not of the state. 

The coming informal assembly 
will be in keeping with the dignity 
of the office of legislator. Its pur- 
pose is to present and discuss such 
subjects as are to come up at the 
The 


preliminary meeting may clear 


formal session for action. 
away much fog and serve to ex- 
pedite legislation, and thus save 
money to the taxpayers and the 


Editorials 


Editorial of the Day 


Overlapping Taxation 


THE FORUM 
Fargo, North Dakota 


The question of overlapping 


_ taxation as between federal govern- 


ment and state governments has 
been discussed rather continuously 
during the last year or two. The 
most forward step taken was the 


_ conference held in Washington at 


the call of the American Legisla- 


tors’ Association last February. 


The idea that some method should 
be found to get away from over- 


lapping taxation met with the 


wholehearted indorsement of both 


Mr. Hoover and Mr. Roosevelt. 


The Minneapolis Tribune re- 
cently said: “Unless something is 
done to deal with the growing 
tendency of both federal and state 
their 
upon 


governments to derive 


revenues through _ levies 
much the same sources, the con- 
Alict 


quences. ... The only hope would 
] 


may have serious conse- 
seem to lie in bringing state au- 


thorities into an agreement on 
methods of eliminating such du- 
plication.” 

The American Legislators’ As- 
sociation, since it began the serious 
consideration of the problem, is a 
logical unit to continue the work. 
It has, obviously, close contact 
with those who are charged with 
the responsibility of determining 


taxation sources. 


as a means of setting up long- 
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Editorials 


State Legislative 
Conferences 


THE PRESS TELEGRAM 
Long Beach, California 


It is being widely recognized that 
one of the reasons why American 
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sions, deferred as long as possible, 
are forced by exhaustion of the 
legislators’ time and strength. 


From a recognition of these con- 
ditions has sprung in recent years 
a plan for legislative conferences 
in advance of the convening of 


_ legislatures for their regular ses- 


sions. Several states actually have 


legislation so often meets inade- | 


quately the public needs is that 
legislators are ill prepared for 
their duties. When they assemble 
in the capitols of their respective 
states for annual or biennial ses- 
sions, they have given little time 
and thought to the subjects upon 
which it will be their duty to 


legislate. 


What is stated here is not a 
criticism of California or any other 


adopted this experimental scheme 
for bringing greater deliberation 
to the task of legislation. 


Kentucky is the fourth state to 
try out the plan, its conference of 
legislators having been held early 
this month. The American Legis- 
lators’ Association has been in- 
terested in developing the device, 


_ believing that the possession of a 


state. The criticism is intended | 


for the system. Legislators as a | 


rule receive a per diem compensa- 


tion, which is at a modest enough | 


rate even for the limited time that 
it runs; and it stops when the 
legislators adjourn. They are in 
session for a few months of each 
year or every other year, and in 
the brief time of their sessions they 
are besieged by a clamorous pub- 
lic, reinforced by importunate 


lobbyists. 


A great mass of proposed legisla- 
tion is thrown into the legislative 
hopper; legislators mill around in 
an atmosphere of tension and con- 
fusion produced by debate, parlia- 
mentary maneuvering, lobbying, 
petitions, protests, and denuncia- 
tions. Toward the end of the al- 


lotted period for the session, deci- 


program formulated before the 
legislature meets for its constitu- 
tional session will give it a great 
advantage in the performance of 
its duties. 


A Splendid Study 


THE NEWS 
Middlesboro, Kentucky 


The pre-session conference of 
Kentucky legislators being held 
this week at the University of 
Kentucky, under the auspices of 
the. American Legislators’ Asso- 
ciation, is one of the finest things 
that has happened lately. The dis- 
cussion will be led by capable 
people, free of partisanship and 
with only one aim in mind, and 
that to outline remedial legislative 


programs for the coming session 
of the Kentucky legislature. 


The program includes the dis- 
cussion of the principal economic, 
political, and social problems now 
facing Kentucky, and only the 
best interests of the state are being 
considered in the round table con- 
ference. 

Subjects stressed will be taxa- 
tion reform, governmental reor- 
ganization, public debts, relief 
problems, liquor control, state 
finance, and county municipal 
economy. 

Of course it is too sanguine to 
hope that an ideal legislative pro- 
gram can be worked out which 
will be adopted in toto at the com- 
ing legislature, for things do not 
happen that way in Kentucky 
legislatures, but certainly we may 
believe that the incoming legis- 
lators who are present for the dis- 
cussions will get many valuable 
viewpoints and have many things 
definitely fixed in their minds be- 
fore they go to Frankfort. 


We need more such discussions. 
Our legislators all too often are 
completely at sea when a session 
meets, and then, without a pro- 
gram or without any definitely 
fixed ideas, they are left helpless 
in the see-sawing and log-rolling 
which begins after the session 
opens. We cannot expect much 
progress in such sessions, unless 
there are some outstanding legis- 
lators who have previously worked 
out sensible programs which they 
can jam through by exerting poli- 
tical pressure. Too often such 
measures are selfish and not all 
embracive, with the long look for 
the good of all the people. 
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RESOLUTION 


RESOLVED—That this pre-legislative session extend its thanks to the speakers who have come here 
to inform us; to the American Legislators’ Association for its aid in organizing the conference; to the 
University of Kentucky for its aid and hospitality; to the press of Kentucky for their coédperation. 
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A RELENTLESS WAR 


Is being waged against dope, by the states and the federal government’ 


By SANBORN YOUNG 
Member of the Board of Managers of the American Legislators’ Association, 1927-1931 
Chairman, California State Narcotic Committee, 1925-1933, 
Delegate to International Opium Conference, Geneva, 1931 


HEN in 1925 the State Narcotic Com- 
WV mittee was created in California, there 


prevailed two general schools of’ 


thought in regard to the problem of drug addic- 
tion. One group advocated that the state license 
addicts and supply them, at small 
cost, with a sufficient amount of 
morphine to “keep them in bal- 
ance.” The basic assumptions of 
such a theory, of course, are that 
drug addiction is an incurable dis- 
ease, and that a limited indulgence 
will act as a palliative, thus en- 
abling the victim to maintain the 
status of a self-supporting and use- 
ful citizen. 

This method was given a fair 
trial and preved to be, in practice, 
a complete failure. The clinics 
which were established became, in 
every case, Meccas for drug addicts. Not only 


were the cures negligible in number; addiction . 


and crime rapidly increased to an alarming ex- 
tent. So deleterious was the influence of these 
clinics that the Federal Narcotic Bureau even- 
tually closed them all. However, sentimental 
reformers do still occasionally recommend the 
use of this system of “control.” 

In direct antithesis to the above theory was 
the stand taken by the second group. For the 
use of narcotic drugs, except for medicinal pur- 
poses and under the direct supervision of a 
licensed physician, they recommended mild 
penalties in order to remove addicts from the 


* Other aspects of the problem of narcotic control 
were discussed by James E. Hughes of the United 
States Public Health Service in State GovERNMENT 
for last September. 


Sanborn Young 


streets and thus destroy the markets for drug 
traffickers. Peddling and smuggling, they felt, 
however, should be summarily punished in a 
far more drastic manner. It is on the effective 
implementation of this theory that the future 
of drug control unquestionably 
rests, 


Dope and the criminal 


Since I had the honor of intro- 
ducing the resolution which cre- 
ated the State Narcotic Commit- 
tee and of serving on it for the 
eight years of its existence, I have 
frequently been asked about the 
genesis of my interest in this 
problem. 

Previous to my election as state 
senator, I served as Chairman of 
the Morals Committee of the 
Grand Jury of Santa Clara County. Having 
discovered, during my various investigations, 
that out of 103 prisoners in the county jail, 68 
were drug addicts, I determined to attack the 


alarming state of affairs at its logical founda- 


tion—the state narcotic laws. I learned that the 
maximum penalty for the illegal possession of 
narcotic drugs was 90 days in the county jail 
or $200 fine for the first offense, and that most 
of the peddlers regarded the fine merely as a 
license to do business. In fact, since this pen- 
alty was less severe than that for vagrancy, 
many courts sentenced drug peddlers under the 
vagrancy act. 

So obvious was the ineffectiveness of the legal 
weapons with which we were attempting to 
combat the drug traffic that I turned my at- 
tention immediately to the problem of putting 
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real teeth into the California narcotic laws. 
Co-workers in the cause 


Serving on the Legislative Committee which, 
through eight years of continuous investiga- 
tions and study, evolved and developed the 
present narcotic laws, were such outstanding 
men as the Honorable Robert Lincoln Patter- 
son, former president of the 


punishment for the illegal possession of nar- 
cotic drugs was raised from 90 days in the 
county jail for the first offense to six years in the 
state prison for the first offense. Subsequent 
infractions of the law met with even more 
stringent measures, as ten years was the sentence 
for a second conviction. However, the act 
allowed for great leniency to unfortunate indi- 

viduals who were addicted to the 


American Legislators’ Associa- 
tion, and Mayor Leymel of 
Fresno. The California Legisla- 
ture, always sympathetic with our 
plans and recommendations since 
our first survey of narcotic condi- 
tions was published, has contin- 
ued to give unequivocal support 
to all of our measures. 

At the time the Committee was 
created, Harry D. Smith, Chief of 
the Federal Narcotic Division, 
District 15, was located in San 
Francisco. He combined great 
practical knowledge and the experience derived 
from many years of service with a brilliant and 
logical mind. Interested as he was in the devel- 
opment of state narcotic laws, he was of invalu- 
able assistance to us, and the Committee is 
indebted to him for wise counsel and guidance. 

The splendid codperation of the California 
Medical Association has made it possible to rid 
the profession, to a large extent, of those few 
doctors who debase themselves and their call- 
ing by selling morphine to addicts. U. S$. Com- 
missioner of Narcotics Harry J. Anslinger, in 
his article written for the Survey of Drug 
Addiction in California, says: “The Califor- 
nia State Board of Medical Examiners has for 
years made an enviable record under the lead- 
ership of its president, Dr. P. T. Phillips, and 
its secretary, Dr. C. B. Pinkham. Its loyal co- 
operation in the control and in the enforcement 
of narcotic laws is greatly appreciated by this 
Bureau.” 


The first step 


Our first step was to pass a bill containing 
drastic penalties against drug peddlers. The 


H. J Anslinger 


use of drugs and who were not 
guilty of peddling. 

As a result of the fear of these 
heavy penalties, those engaged in 
extensive narcotic trafic have 
changed their technique. No 
longer do they themselves have 
any contact with the buyer. In- 
stead, they distribute the drugs 
through petty street addict- 
peddlers who carry only a small 
quantity at any one time. Thus, 
when they are arrested, they make 
the plea that they are not sellers 
but only unfortunate addicts. Too often this 
story is accepted by a sympathetic judge. 


A dual aim 


In 1927 the State Narcotic Committee intro- 
duced a bill which provided for a hospital and 
a farm—the former, to give every addict a cure 
with the intention and hope of enabling him 
to return to society; the latter, to segregate and 
isolate for a long period of time those who 
proved incurable and who were, therefore, a 
menace to public welfare. 

Governor C. C. Young, mindful of the 
greater appropriation required for the hospital- 
farm project, decided in favor of the bill which 
excluded the latter. “I regard this as a test tube 
experiment,” he said, “which we can later en- 
large and expand.” 

It is evident that, as it now stands, the Calli- 
fornia State Narcotic Hospital at Spadra is an 
incomplete solution to the drug problem. Some 
method of removing from the streets the hun- 
dreds of incurables who have recurred to the 
use of drugs after eight months of careful and 
expert hospitalization at Spadra is imperative. 
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With this opinion of the Committee Dr. 
Thomas F. Joyce, Medical Director of the 
hospital since its inception, is in complete 
agreement. 

Not only would the true “incurables” be 
segregated from society in this way, but many 
a wavering ex-patient would be strengthened 
in his resolve to avoid the future use of drugs 
if he were faced by five to ten years’ isolation 
on the farm as a result of his relapse. In fact, 
it is my personal opinion that the addition of 
an “addict farm” to Spadra would largely solve 
our addiction problem. 


Percentage of cures 


Our experience at this State Narcotic Hospi- 
tal has been invaluable. In the first place, it 
has definitely proved that some type of insti- 
tution is needed to supplement the work of 
the hospital. In the second place, it has enabled 
us to answer the question so frequently asked: 


“What percentage of drug addicts can be 


cured?” 

Not only is a record of each case carefully 
kept during the patient’s stay at the hospital, 
but for 16 months after he leaves, an efficient 
follow-up system is in effect. Probation officers 
keep a record of his conduct and make frequent 
physical examinations to ascertain whether he 
has recurred to the use of drugs. 

The patients at Spadra are not a selected 
group; they represent a fair average of the drug 
addicts in the 
state. We there- 
fore feel that our 
findings are a 
definitive and 
auth or itative 
contribution to 
scientific _knowl- 
edge on this sub- 
ject. According 
to our records, 
from the opening 
of the institution 
in August, 1928 
to March 1, 1933, 


27 per cent of all 


the patients treated there have refrained from 
returning to the use of drugs and have so con- 
ducted themselves as to merit an honorable dis- 
charge at the end of the two-year period of 
supervision. While some persons, disappointed 
that the percentage of cures was not higher, 
have considered Spadra a failure, many others 
feel that it has achieved a success which justi- 
fies its existence. 


The federal campaign 


_ In the past, our warfare against illicit nar- 
cotics began only when they reached our shores. 
Our present United States Commissioner of 
Narcotics, Harry J. Anslinger, carries the attack 
into the foreign manufacturing plants, and his 
success in tracing and seizing huge quantities 
of heroin, morphine, and opium has attracted 
world-wide attention. It was this knowledge of 
and experience in the problems of control which 
made him so valuable a member of the Ameri- 
can Delegation to the Conference for Limiting 
the Manufacture of Narcotic Drugs which was 
held in Geneva in 1931. 

Mr. Anslinger’s present plans include an edu- 
cational campaign, including illustrated lec- 
tures on the illicit traffic and the curse of 
addiction—a campaign which has already been 
initiated and which will be elaborated as soon 
as adequate funds are available. 

Recently an important constructive step has 
been taken in the direction of uniform regula- 
tion. The Uni- 
form State Nar- 
cotic Act, al- 
though not so 
stringent as the 
California law, is 
a considerable ad- 
vance over the 
laws in many 
states, and its 
general adoption 
would constitute 
an enormous vic- 
tory in the con- 
flict with the 


]. K. Caldwell, W. L. Treadway, H. ]. Anslinger, Sanborn Young 
Signing the International Narcotic Agreement 


drug traffic. It is 
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already in effect in New York, New Jersey, 
Illinois, Nevada, and Rhode Island. 

Although not perhaps as strict as would be 
desirable in some respects, this Act does repre- 
sent careful study and consideration, and | 
earnestly recommend it as an improvement 
over the haphazard conglomeration of “fact 
and fiction” which apparently is the basis for 
many of the state laws. It has the professional 
support of the Council of the American Medi- 
cal Association. 


Eight years of experience have convinced me 
that every state should have the benefit of a 
State Narcotic Committee which will be re- 
sponsible for the enactment of wise and con- 
structive amendments to meet the changing 
conditions of the drug traffic. 

To awaken public opinion is valuable, but 
ultimately it is the legislators of the country 
who must formulate the line of attack and 
work out the solution to the problems of drug 
addiction and drug traffic. 


INVERSE RATIO 


The influence of the lobbyist declines as impartial 


governmental research becomes available 


Writers of college textbooks recognize, to an 
ever increasing extent, the important role in 
the improvement of legislation which is being 
played by organizations devoted to the compila- 
tion and distribution of unbiased information. 
The following paragraphs, quoted from “Gov- 
ernment in the United States,” recently pub- 
lished by Thomas Y. Crowell Company, ex- 
emplify this trend. 

StaTE GOVERNMENT congratulates the author, 
Professor Claudius O. Johnson, on the clarity 
with which he has presented his material. State 
legislators will be pleased by his appraisal of the 
contribution of their Association to scientific 
lawmaking. 

HE remedy for lobbying lies in placing 
T information from unbiased and scientific 

sources at the disposal of legislatures. 
Although this is partially accomplished in every 
state through committee hearings, the testimony 
is likely to be biased. The most promising rem- 
edy is found in legislative reference bureaus. 

The establishment of such a bureau by Wis- 
consin in 1901 was the signal for other states 
to do the same, until now about three-fourths 
of the states have them operating with varying 


degrees of success. In the few states in which 
these organizations function effectively, they 
are constantly collecting information on all sub- 
jects likely to be of interest to the lawmakers, 
and during the sessions a staff of workers is 
on duty day and night to assist legislators. 
A comparatively new organization, the 
American Legislators’ Association, conducts re- 


searches, arranges regional and national con- 


ferences for legislators, and in various other 
ways lends a helping hand. Its Interstate As- 
sembly held in Washington in February, 1933, 
to secure better codrdination of the federal and 
state revenue systems, attracted the most favor- 
able comment. Perhaps the chief function of 
the Association lies in its service as a clearing 
house for the legislative reference bureaus. Its 
monthly publication, Stare GoveERNMENT, con- 
tains much useful material in readable form. 
Still other aids to legislators are found in 
technical studies conducted by such organiza- 
tions as the American Law Institute and the 
National Institute of Public Administration. 
By means of these various agencies information 
collected by reliable authorities is rapidly being 
put in convenient form for our lawmakers. 
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AROUND THE ROUND TABLE 


From the discussions of the legislators and scholars at the American Political 


Science Association round table on legislation 


By PROFESSOR W. BROOKE GRAVES, Temple University 
and 
PROFESSOR JOHN PRESTON COMER, Williams College 


LAIN speaking was the rule and theorizing 
Pr exception at the legislative round table 

of the Philadelphia meeting of the Ameri- 
can Political Science Association last month. 
The vigorous general discussions well suited the 
practical character of the subjects considered 
and reflected the stimulating introductory re- 
marks which were made by the discussion 
leaders. Dr. Rodney L. Mott, research con- 
sultant of the American Legislators’ Associa- 
tion, arranged the program and presided over 
the round table. ‘ 

In the first morning’s round table forty 
scholars took counsel concerning the needs and 
resources for legislative research in a joint dis- 
cussion with the American Association for 
Labor Legislation. On the second morning an 
equal number of leading authorities on legisla- 
tion considered problems of legislative planning. 


Legislation and research 
Hon. Philip Sterling, who eyes legislative 


research from the standpoint of the consumer,’ 


reminded his listeners that the exhaustive and 
accurate data needed by lawmakers cannot be 
produced during the hectic days of the legisla- 


tive session. Nor have scholars and research 


agencies always shown themselves adept at 
predicting legislative needs. Economic aspects 
of a bill bulk as large as its legal aspects, Mr. 
Sterling pointed out, and to forecast accurately 
where the burden of proposed legislation— 
especially tax legislation—will fall is one of 
the most valuable services a research agency 
can render. 

Legislator Sterling recommended that legis- 
lative studies be conducted by trained staffs or 
university agencies under the direction and at 


the suggestion of a legislative council. By this 
means competent scholars would conduct the 
investigations; experienced lawmakers would 
outline their practical needs. 

Dr. Edwin E. Witte described the place of 
the legislative reference bureau in bridging this 
gap between lawmaker and researcher to which 
Mr. Sterling had referred. The harassed legis- 
lator finds scant opportunity during the hurly- 
burly of a session for extensive reading. Simple 
answers to direct problems are what he needs— 
and are what an efficient reference service 
should supply. It is useless to show the law- 
maker a forest when he needs a board. 

Drawing on his eleven years’ experience as 
chief of the Wisconsin bureau, Dr. Witte cited 
illustrations of the service which such an 
agency can give in bringing legislator and re- 
searcher together. There was, for instance, the 
collaboration of a Wisconsin interim commit- 
tee with the state university chemistry depart- 
ment in the drafting of a bill which fixed the 
grades of gasoline sold in the state. Such co- 
operative enterprises are encouraged and aided 
by the Wisconsin Legislative Reference Bureau. 

Two virtues, Mr. Witte urged, are peculiarly 
necessary for workers in the legislative refer- 
ence field: discretion and modesty. That all 
information must remain completely confiden- 
tial is, of course, obvious. That all credit for 
proposals or bills should accrue to the legisla- 
tor—rather than to his research assistant—is 
only just in view of the fact that the lawmaker 
takes all the risks. His political reputation may 
stand or fall on the basis of the bill he sponsors. 

Valuable and suitable as library and labora- 
tory research may be, Senator Seabury C. Mas- 
tick remarked that field research was equally 
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important. For field studies the interim com- 
mission is indispensable. Ideally, this agency 
should be composed of lawmakers and of promi- 
nent citizens who are interested in the particular 
problem under survey, and should be served 
by an efficient research staff. Fact-finding is 
the legitimate sphere of the latter. The legis- 
lative contingent should make recommenda- 
tions as to policy, introduce them in the legis- 
lature, champion them. 

Concluding the first morning’s round table, 
Dr. John B. Andrews of the American Associa- 
tion for Labor Legislation outlined the research 
work conducted by private agencies similar to 
his own. Such organizations summarize the 
laws of various states and keep these summaries 
up to date; collect factual material; focus atten- 
tion on the controversial provisions in proposed 
legislation; and make studies of the actual ad- 
ministration of the laws. In addition to these 
routine services, private agencies may draw up 
model laws covering particular subjects. Pio- 
neers, they frequently study a problem before 
any legislative interest has been aroused, and 
after a commission of investigation has been 
created, they cooperate further in research and 
in actual bill preparation. 

The usefulness of private organizations, it 
was stated, results from their specialization and 
their continuity. They are free to concentrate 
on a single problem and to study it over a long 
period. 


Legislative planning 

The forehanded Maryland Legislative Refer- 
ence Department begins its planning for a com- 
ing session shortly after the legislators have 
been nominated. Thus individual assistance is 
promptly available for all lawmakers as soon 
as they are elected. Besides helping the studious 
legislator to scrutinize the problems which will 
soon beset him, this foresight enables the 
bureau to have its research and drafting service 
functioning smoothly when the two houses are 
called to order. Such service minimizes the 
dangers of the end-session rush. Research, 
expert drafting, committee scrutiny, reduce the 
likelihood of legislative blundering, even dur- 


ing the end-session scramble to tie up all loose 
ends. 

The pre-session conference of legislators re- 
cently held at Lexington under the joint aus- 
pices of the American Legislators’ Association 
and the University of Kentucky was praised by 
Professor J. M. Manning. He was particularly 
impressed by the intelligent, alert, and respon- 
sible character of the participating lawmakers 
and by their keen interest in governmental 
problems. Many legislative leaders of distinc- 
tion were present, but the bad boys of politics, 
lobbyists and party “bosses,” did not come. 
Addresses on liquor control, public debts, tax- 
ation, unemployment relief, education, and ad- 
ministrative reorganization, given by men cele- 
brated in their respective fields, were followed 
by round table discussions. 

If Professor Manning’s enthusiasm over the 
conference is a measure of the general academic 
reaction, this experiment is serving a double 
purpose. Not only is the work of pre-session 
planning being facilitated, but the better under- 
standing between university faculties and state 
lawmakers, which Mr. Sterling had urged at 
the first meeting, is being realized. 

A third agency for planning, more definite 
than that of Maryland, more continuous than 
that of the pre-session conference, is the policy 
planning council. The various forms which 
these bodies have taken were described by Pro- 
fessor Henry Reining Jr. of the University of 
Southern California. In Michigan and Kansas 
they are called “legislative council,” and in Wis- 
consin, the name is “executive council.” By 
functioning during the inter-session periods, 
with separate committees investigating specific 
problems and reporting their findings to the 
council, programs for concerted action can be 
evolved before each session convénes. Even in 
those states where leadership is executive, the 
members of the round table agreed that the 
legislator must have an important place in the 
council if the work of legislative planning is to 
prove effective. Furthermore, close coopera- 
tion with the legislative reference service and 
its technical facilities and trained staffs is 
invaluable. 
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AFTER THREE YEARS 


Governmental reorganization in North Carolina has enabled the state 


to reduce expenditures for schools and highways nearly one-third. 


By ALLEN J. MAXWELL 


Commissioner of Revenue of North Carolina 


HE subject assigned me to discuss is 

“Governmental Reorganization,” with es- 

pecial emphasis on a state approach. For 
the purposes of this address reorganization will 
be considered from the standpoint of functions 
and responsibilities. I have sometimes won- 
dered if our discussions | 


compels the best thought we can give to the 
problem of organization to meet these increased 
responsibilities. Is the governmental organiza- 
tion, planned originally for much simpler needs, 
best suited to these larger tasks? Or can some 
other methods be employed to produce an equal 

or better service at less 


have not over-emphasized 


cost? Taxpayers press 


In March, 1931, State Govern- these questions upon us 


governmental _ problems. ment reported to its readers the with a searching inquiry. 
For instance, I have never revolutionary reorganization in The best way I can pre- 
been able to become ex- state and local government which sent this subject is to tell 
cited over the method of the North Carolina General As- something of our own ex- 
selecting certain public sembly passed that year. The perience in dealing with 
officials—whether by elec- paragraphs on the next three these problems. 
tion or appointment. Con- pages are taken from an address Our state has under- 
spicuous examples of suc- by Commissioner Maxwell before taken some interesting ex- 
cess or failure may be the Kentucky Legislators’ Con- | periments in the nature 
charged to either method. ference last December, in which of a complete reorganiza- 
Reorganization that con- he summarized the results of the tion of the most important 
sists merely of regrouping Tar Heel experiment. and essential functions of 


responsibility for perform- 


public service. They are 


ing the same public service 
in about the same way is of doubtful value. 


Better service—lower costs 


Mere change is not inherently virtuous, 
and on the contrary there is a distinct advantage 
in adhering to custom and precedent. There 
is less friction in doing the same thing in the 
same way. This is particularly true in public 
affairs, affecting so many people. In the ab- 
sence of change it is less difficult for the citizen 
to know what he is expected to do and how he 
is to do it. The proponent of a change should 
always bear the burden of proof of the advan- 
tage of the change. 

But the tremendous expansion that has taken 
place in the scope and character and volume of 
public service within comparatively recent years 


as revolutionary as the 
times and conditions that produced them. I 
shall not present them as an advocate. They 
may yet be experimental in our own state, 
though there is no thought or suggestion of 
turning backward. And however successful 
they may be in North Carolina, it does not nec- 
essarily follow that they would be practical or 
desirable in another state. Every state has its 
own problems, related to its own conditions and 
traditions, and must shape its policies with re- 
lation to them. 

The beginning of our grand experiment, and 
the forerunner of others that followed, was the 
completion in 1921 of a system of state revenue 
entirely independent of that of local govern- 
ments and entirely independent of property 
taxes. 
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Professor James W. Martin, of the University 
of Kentucky, published within the year a com- 
prehensive analysis of the experience of the few 
states, like North Carolina, having separate 
sources of state revenue, contrasted with the 
experience of states that have held to the old 
system. He fairly found advantages and dis- 
advantages, and his conclusions were incon- 
clusive. Perhaps the best tribute to its success 
is that in the twelve years of its operation there 
has not been a suggestion of turning back, and 
on the contrary it has been employed far beyond 
its original conception, and has made possible 
the other reorganization characteristics of far- 
reaching importance that I will later refer to, 
and that can now fairly be said to represent its 
greatest achievement. 


Expenditure control 


On the debit side Professor Martin found the 
separate system of state revenue, with its cor- 
responding relinquishment of all the property 
taxes to local governments, contributed to a 
heavy increase in expenditures of local units. 
This criticism is undoubtedly sound. It may 
also be truthfully said that such rapid increase 
of expenditures was responsive to the trend of 
the times. But it is a fair criticism to say that 
this program was inaugurated in 1921 without 
adequate safeguards to restrain increasing ex- 
penditures. 

These safeguards have been supplied. No 
state has a more thorough system of executive 
budgetary control of expenditures, extending 
to every dollar of public funds expended by 
any agency of the state, and there has been a 
drastic use of this control. 

We also have complete state control and su- 
pervision of the use of credit by every local 
unit of government. 

While there has been a heavy increase in ex- 
penditures of both state and local governments 
since separation was adopted in 1921, the out- 
standing characteristic of the new program has 
been the constant assumption by the state of 
burdens and responsibilities formerly carried by 
the local units, and the tremendous economy 
made possible by a unified state control—econo- 


mies that run into big millions of dollars— 
economies resulting from reorganization in its 
most comprehensive sense. 

The big items of public expense today are 
schools and roads. 


Roads 


Over a period of years the state enlarged the 
mileage of main highways taken over into the 
state system. In 1931 it went all the way and 
took over the whole operation of maintenance 
of every mile of public road in the state, except 
city streets. That operation was almost per- 
fectly logical in two respects: 

1. It took the remaining burden of highway 
maintenance off of property and placed the 
whole burden directly on those who use the 
highways, and on a tax basis that meters to 
every user his exact proportion of cost related 
to his use of the highways. 

2. As an economy measure it cut the cost in 
half and at the half cost provided a very per- 
ceptibly higher standard of maintenance. 

Here we have a form of reorganization that 
is actually saving the taxpayers of North Caro- 
lina four million dollars a year, and at the same 
time giving them a higher standard of service. 
This is not an indictment of local government. 
It is a mere recognition of an economic fact that 
state-wide maintenance, by employing the most 
adaptable machinery, and operating it at maxi- 
mum efficiency without regard to county or 
township lines, can buy as much for fifty cents 
as local government can buy for a dollar. 


Schools 


For a number of years the state had been in- 
creasing its participation in the cost of the public 
schools, both as a means of further property tax 
relief, and also as a means of equalizing educa- 
tional opportunity without unbearable taxation 
in counties having the least taxable wealth. 

In 1931 it increased this participation to one- 
half the cost of the constitutional six months’ 
term, and in 1933 it absorbed the entire cost for 
the whole customary eight months’ term, both 
without any property tax contribution. 

This represents an average state-wide prop- 
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erty tax reduction this year of 35 cents on each 
hundred dollars of value, and in some of the 
great metropolitan counties the reduction is 
more than 50 cents. This is in addition to a 
substantial reduction in property taxes in 1931 
by reason of increased state participation in 
public school costs. 

This, of course, represents a major operation 
in the reorganization of governmental func- 
tions. It could not have been achieved, under 
existing conditions, without a drastic cut in op- 
erating costs, and without finding new sources 
of revenue to substitute for the property tax, 
even on the drastically reduced basis of cost. 


Temporary salary reductions 


The total operating cost was cut from twenty- 
three million to sixteen million dollars. As a 
part of this program the salary schedule of 
teachers was cut thirty-two per cent. It is earn- 
estly hoped that this drastic cut will be of a 
temporary duration, and that returning pros- 
perity will make it possible to restore at least 
a part of it in the near future. Two things can 
be said in at least partial justification—the 
teachers were not cut in greater proportion than 
were all other employees of the state, and they 
are being regularly paid the reduced salaries, 
and will be paid for the full length of the eight 
months’ term. 

But here, again, there have been large sav- 
ings, other than salary reductions, that are at- 
tributable to the reorganized basis on which the 
schools are operated—economies that are made 
possible by state-wide management and respon- 
sibility. 

Some of the more important items of sav- 
ing are: A better grouping of children in the 
schools by disregarding district and county lines, 
with a better average load factor and a reduc- 
tion in cost of transportation. We have the 
most complete system of school transportation 
of any state, and under state supervision, with 
better average maintenance of buses, this cost 


has been reduced from $2,300,000 to $1,700,000. - 


The factor of obliterating district and county 
lines is an important one in this reduced cost. 


The cost of coal has been reduced from $600,- 


000 to less than $400,000 under state supervision 
and inspection of furnaces and prescribed 
methods of operation. 

If reorganization is to achieve results that 
the taxpayer can feel, and that the citizen can 
realize in the character of service he gets for 
his money, it must concern itself with these 
larger operations that make up the bulk of the 
taxpayer's bill. 


Hunt for savings 


This is of course not intended to discourage 
the hunt for savings, or to minimize the im- 
portance of diligently seeking the best method 
of faithfully performing every public service. 
That—and no less than that—is the obligation 
that our democracy owes to itself, and that we 
must constantly and diligently pursue. 

To carry out this program the state has to 
collect in round figures forty-one and a half 
million dollars a year. There is important con- 
troversy with respect to only one phase of this 
program, and that is the sales tax that became 
a necessary part of it. 

I know of no other public question that offers 
better facilities for heated controversy than sales 
taxation, though I believe it has been universal 
experience that such discussions have been more 
heated before than after taking. That has cer- 
tainly been true in North Carolina. 

One important phase of our program that I 
have endeavored to present is that it has been 
a developing program. It has been a growth 
—a growth in development of independent 
sources of state revenue and a corresponding 
growth in extension of state responsibility for 
public service—a growth that has abundantly 
justified itself on two grounds: 

It gives equal service and opportunity to the 
weak as to the strong. It provides a state-wide 
uniformity in public service without relation 
to the tax-paying ability of individuals or com- 
munities. 

It has abundantly justified itself in the econo- 
mies, running into substantial millions of dol- 
lars, that are made possible by planned opera- 
tion over a state-wide area, as against wasteful 


‘limitations of district lines. 
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R. BEVERLEY HERBERT 


Board of Managers—A merican Legislators’ Association 


Thirty four years ago a young Carolinian 
hung out his shingle in Columbia. A few years 
later R. Beverley Herbert was serving as 
Chief Clerk of South Carolina’s Department 
of Agriculture, Com- 
merce, and Immigra- 
tion. Several times the 
duties of that office 
took him to Washing- 
ton and twice to Eng- 
land and the Conti- 
nent. 

As President of the 
Columbia Chamber of 
Commerce, as Presi- 
dent of the South 
Carolina Library As- 
sociation, and as mem- 
ber of the Board of 
Trustees of Columbia Hospital, Mr. Herbert 
has lived out in daily practice that ideal of civic 
interest and responsible citizenship upon which 
social and political improvement are dependent. 

First elected to the South Carolina General 
Assembly in 1928, he plunged into the intricate 
problems of state finance, and in a legislature 


which contains many distinguished gentlemen, 
he has achieved a position of responsibility 
and leadership. As a member of the Ways 
and Means Committee and as Chairman of 
the Revenue Committee, he was largely in- 
strumental in securing the adoption of a 
constitutional amendment which enabled 
the legislature to classify intangible property 
for purposes of taxation. Quiet, enterprising, 
scholarly, and unfailingly courteous, he pos- 
sesses more than his share of the attributes of 
true statesmanship. 

Participant in the regional conference of 
legislators which met in Asheville, North Caro- 
lina, September, 1932; part organizer of the 
first pre-session conference ever held in the 
United States—that of South Carolina in 
November, 1932; one of the leaders at the First 
Interstate Assembly held in Washington last 
February; a member of the Interstate Com- 
mission on Conflicting Taxation; a mem- 
ber of the Board of Managers of the Coun- 
cil of State Governments now in the process of 
organization, Mr. Herbert has achieved no 
mean record of contribution to the cause of 
legislative improvement in America. 


HANGOVERS 


From the old year, these special sessions must be faced with 
new year’s resolution by the lawmakers 


With only a holiday respite, the legislators 
in twelve states return to their governmental 
duties, doubtless hoping that the capricious 
fates will turn over a new leaf and be more 
kindly in 1934. The following states, which 
convened on the dates shown, were in special 


session on January 13: 

Arkansas Jan. 2 Iowa Nov. 6 
Colorado Dec. 4 Montana Nov. 27 
Illinois Nov. 22 West Virginia Nov. 21 


Delaware recessed on December 8 to recon- 
vene on March 6, but the Ohio legislators, tak- 
ing a shorter recess in which to recuperate, will 


return to their legislative posts on January 30. 

And for the benefit of those who neglect their 
professional journals during the Yuletide flurry, 
the list of regular sessions convening in January 
is reprinted here: 


Kentucky Jan. 2 New York Jan. 3 
Massachusetts Jan. 3 Rhode Island Jan. 2 
Mississippi Jan. 2 South Carolina Jan. 9 
New Jersey Jan. 9 Virginia Jan. 10 


There are also rumors, of semi-authoritative 
character, that California, New Hampshire, 
and Tennessee are also contemplating extraor- 
dinary sessions in the very near future. 
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COORDINATING STATE PLANNING 


The National Planning Board and the Council of State Governments 
have supplementary functions. 


HE National Planning Board is a new federal agency created by Order No. 1 of 
“tke Public Works Administration. The personnel of the Board is superlatively 

good. The chairman is Frederic A. Delano, former president of the Planning 
Commission of Washington, D. C. The two other members are Charles E. Merriam, 
Chairman of the Department of Political Science of the University of Chicago, and 
Professor Wesley C. Mitchell, research director of the National Bureau of Economic 
Research. Three men of broader perspective could not have been named. 


The first article in this number tells of the effective manner in which that Board is 
encouraging the states to establish planning boards of their own. 


By coincidence, an organization of state officials was preparing to espouse a very 
similar program when this federal Board announced its purposes, through its able 
and genial executive officer, Charles W. Eliot, II. 

This organization of state officials, namely the Council of State Governments, has 
not yet been formally announced, but it is acquiring considerable sub-soil vitality. 


The Council of State Governments will undoubtedly join the National Planning 
Board in stressing the importance of state planning boards—but with this differ- 
ence: the National Planning Board is laying special stress upon physical planning— 
public works, transportation, and land uses. The program of the Council of State Gov- 
ernments stresses the importance of designing a 1934-model of government, and still 
more serviceable future models. It will emphasize the need for planning better 
legislative, fiscal and administrative practises. And it will work for the codperation 
of each state, both with other states and with the federal government. 

But the National Planning Board and the Council of State Governments are in 
accord in believing that in each state both physical planning and the planning of 
governmental machinery should be done by the same board. 

And both agree that these boards should coéperate regionally and also nationally. 
The Council of State Governments will work from within. The National Planning 
Board will work from above. But the two will work together for a common objec- 
tive and with a single motive. And the two together can do more to “popularize the 
field” than either could do working alone. 

The National Planning Board has no disposition to try to “take the states into 
camp.” The more that state officials develop codperation on their own initiative, the 
better the National Planning Board will like it. This is especially true because the 
National Planning Board has already undertaken a task of extraordinary magnitude 
in its project for codrdinating the federal government within itself! 

The Council of State Governments will stimulate the autonomous development (and 
coordination) of state planning. The National Planning Board will be expected to 
furnish a unified plan within the governmental area of federal jurisdiction. 


| 


OREGON’S DIAMOND JUBILEE 
February, 1859-February, 1934 


Unconscious disciples of Locke, mid-century Oregon frontiersmen talked things over, 
shrewdly evolved a mutually advantageous social compact, and stated 
with tonic candor, “Oregon flies with her own wings.” 


Abashed at a capitol boasting only the stately simplicity of a southern manor house, 
end-of-the-century Oregonians remedied the deficiency, conformed to 
the conventions, and superimposed a copper dome. 


Champions of a more direct democracy, contemporary citizens sent to Washington the 
first senators elected by popular vote, early adopted the initiative and 
referendum, and chipped bark along the trail to the recall. 
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